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SUBJECT: INDIAN TEXTILES PROBLEM 

SATURDAY MORNING, JULY 8; FROM ST.JOHN AND AHMAD 

1 . WRITING IN BEHALF OF INDIAN MINISTER OF COMMERCE, 

INDIAN AMBASSADOR TODAY SENT LETTERS TO STR STRAUSS AND 
SECRETARY KREPS REJECTING U.S. PROPOSAL TO RESOLVE EMBARGO 
PROBLEM BY, IN EFFECT, MELDING THE MILL MADE AND HANDLOOM 
APPAREL GROUPS. LETTER SAYS THAT U.S. PROPOSAL WOULD-ALTER 
THE LONG TERM CHARACTER OF THE AGREEMENT, AND WOULD DO 
AWAY WITH THE SPECIAL TREATMENT FOR HANDLOOMED APPAREL. 

THE LETTER URGES THAT THERE BE AN AD HOC SOLUTION TO WHAT 
IT CHARACTERIZES AS AN ESSENTIALLY TECHNICAL PROBLEM, 

SUGGESTS THAT THE U.S. AND INDIA HOLD CONSULTATIONS, 

PENDING WHICH PRODUCTS ARRIVING IN THE U.S. BEFORE 
CONFIDENTIAL 

CONFIDENTIAL 
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AUGUST 31 BE ALLOWED ENTRY. (ABOVE GIST IS ON BASIS OF 
TELEPHONE CONVERSATION WITH NARAYAN OF INDIAN EMBASSY: 

WE HAVE NOT AT THIS STAGE SEEN COPIES OF THE LETTERS.) 

2. MIKE SMITH AND BOB SHEPHERD WILL BE RETURNING TO 
WASHINGTON TO TESTIFY AT HOLLAND BILL HEARINGS MONDAY 
MORNING. SINCE SMITH WILL BE RETURNING TO GENEVA AND 
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DEPARTING FROM THERE ON THREE WEEK ASIA TRIP, MONDAY 
AFTERNOON WILL BE ONLY OPPORTUNITY FOR TOP-LEVEL INTER- 
AGENCY TEXTILE OFFICIALS TO GET TOGETHER ON THIS PROBLEM. 

3. IN STATE’S VIEW WE MADE GOOD TRY AT USING LEVERAGE OF 
THIS EMBARGO TO GAIN DESIRABLE CHANGES IN INDIAN AGREEMENT 
BUT, PERHAPS BECAUSE WE WENT TOO FAR, WE DID NOT SUCCEED. 
BOTH ON BASIS OF THE MERITS OF THE CASE AND IN VIEW OF 
PRESIDENT CARTER'S COMMITMENT TO DESAI WITH REGARD TO 
SPECIAL TREATMENT FOR HANDLOOMED ARTICLES, WE CANNOT 
AND SHOULD NOT SUSTAIN THIS EMBARGO. OUR COMMITMENTS 
OVER THE NEXT TWO MONTHS, THE COMPLEXITY OF THE AGREEMENT 
AND ANY NEGOTIATION AIMED AT CHANGING IT, AND THE URGENCY 
OF THE EMBARGO FOR U.S. IMPORTERS ALL ARGUE AGAINST OUR 
CONTINUING ON A NEGOTIATING TACK. THE BEST APPROACH BY 
FAR WOULD BE FOR US TO SEEK "A QUICK FIX” SOLUTION ON 
MONDAY. REQUEST YOU URGE SMITH AND SHEPHERD TO ALLOW 
TIME FOR FULL DISCUSSION THIS MATTER ON MONDAY. VANCE 


CONFIDENTIAL 
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